IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE
M&M TECHNOLOGIES, INC.,
Plaintiff,
V. Civil Action No. 03-994 GMS
GURTLER CHEMICALS, INC.,
Defendant/Third-Party Plaintiff,

V.

BURLINGTON CHEMICAL CO., INC.,

N N N N N N N N N N N N N N N

Third-Party Defendant.

MEMORANDUM

L. INTRODUCTION

On October 30, 2003, the plaintiff, M&M Technologies, Inc. (“M&M”), filed this patent
infringement action against Gurtler Chemicals, Inc. (“Gurtler”). Presently before the court is a
motion to dismiss for lack of personal jurisdiction filed by third-party defendant Burlington
Chemical Company, Inc. (“Burlington”). For the following reasons, the court will grant the
motion.
IL. BACKGROUND

The patent-in-suit, U.S. Patent No. 6,159,548 (the ““548 patent”), allegedly is owned by
M&M. The patented invention is a method for oilproofing and waterproofing previously
manufactured fabric with an aerosol spray containing a diluted fluoroacrylate emulsion. The
complaint alleges that Gurtler has infringed, induced infringement of, or contributorily infringed

the method claims of the ‘548 patent.



On July 12, 2004, Gurtler filed a motion to file a second amended answer, counterclaim,
and third-party complaint. The court granted Gurtler’s motion on September 22, 2004. Gurtler
named Burlington as a third-party defendant and brought claims against Burlington for negligent
misrepresentation and violation of the Uniform Commercial Code, Section 2-312, i.e. breach of
warranty. The third-party complaint alleges in Count I that: (1) Gurtler makes its allegedly
infringing product merely by adding water to Burcopel CAT, a product sold to it by Burlington;
(2) at the time Burlington began selling Burcopel CAT to Gurtler, Burlington orally represented
and warranted that Gurtler’s use of the product would not infringe, induce infringement of, or
contributorily infringe the ‘548 patent; and (3) Burlington breached its warranty against
infringement. Count II alleges that: (1) Burlington’s representation that Burcopel CAT was not
infringing was a false representation of fact; (2) Burlington made the false representation
because of its lack of reasonable care in ascertaining the facts; (3) Burlington made the false
representation with an intention to induce Gurtler to act; (4) Gurtler justifiably relied on the false
representation; and (5) Burlington’s actions caused Gurtler to incur damages.

Burlington is a North Carolina corporation, with no place of business in Delaware. It
neither owns nor leases any property in Delaware. Burlington is not registered with the
Secretary of State to do business in Delaware. It maintains no office, local telephone listing, or
bank accounts in Delaware, and similarly, has no employees in Delaware. It has not paid taxes
or franchise fees in Delaware. Burlington has never commenced any legal action or proceeding
in the State of Delaware and has never been named as defendant in any action in Delaware,

except in the current litigation.



Burlington entered into an agreement with Gurtler for the sale of Burcopel CAT, a
chemical that adheres to fabric causing it to become water resistant. Pursuant to the terms of the
Memorandum of Sale, the product was shipped collect to Gurtler in South Holland, Illinois.'
After receiving the Burcopel CAT, Gurtler dilutes it with water, and distributes and sells the
product to its United States and international customers under its “Pulse Shield” trademark.

Burlington does not sell Burcopel CAT to any customers in Delaware. Burlington’s sales
of products to Delaware customers in 2001, 2002, and 2003 were less than $1,000.00 each year,
and comprised approximately 0.0007% of Burlington’s annual sales revenues. In 2004,
Burlington directly sold products to three customers in Delaware. Burlington had sales of
$4,000.00 to one Delaware customer, $70.00 to a second Delaware customer, and $16,000.00 to
a Delaware distributor. These sales comprised approximately 0.14% of Burlington’s 2004 sales
revenues.

III. STANDARD OF REVIEW

Burlington moves to dismiss the third-party complaint for lack of personal jurisdiction
over the defendant. “Rule 12(b)(2) of the Federal Rules of Civil Procedure requires a court to
dismiss a case when the court lacks personal jurisdiction over the defendant[].” E.I. DuPont de
Nemours & Co. v. Rhodia Fiber & Resin Intermediates, 197 F.R.D. 112, 119 (D. Del. 2000). In
determining whether personal jurisdiction exists, courts engage in a two step analysis. First, the
court must decide whether jurisdiction is authorized by the long-arm statute of the state in which

the court sits. Transportes Aeros de Angola v. Ronair, Inc., 544 F. Supp. 864-65 (D. Del. 1982).

" Gurtler is an Illinois Corporation with an established place of business in Sought
Holland, Illinois.



If jurisdiction is proper per the long-arm statute, the court must then determine whether
exercising jurisdiction comports with the requirements of the Due Process Clause of the
Fourteenth Amendment. /d. (noting, however, “intent of the legislature to exercise jurisdiction
over non-residents whenever feasible™); Compag Computer Corp. v. Packard Bell Elec., Inc.,
948 F. Supp. 338, 342 (D. Del. 1996) (citation omitted). To satisfy the second prong of this
analysis, the court must find the existence of “minimum contacts” between the defendant and the
forum state, “such that the maintenance of the suit does not offend ‘traditional notions of fair
play and substantial justice.”” International Shoe Co. v. Washington, 326 U.S. 310, 316 (1945)
(citation omitted). Specifically, Gurtler must show that Burlington “purposefully avail[ed] itself
of the privilege of conducting activities within the forum State.” Burger King Corp. v.
Rudzewicz, 471 U.S. 462, 475 (1985) (quoting Hanson v. Denckla, 357 U.S. 235, 253 (1958));
see also Asahi Metal Indus. Co. v. Superior Court, 480 U.S. 102, 108-09 (1987). Unless the
contacts are continuous and systematic, they must be related to the present cause of action.

Helicopteros Nacionales de Columbia, S.A. v. Hall, 466 U.S. 408, 414-15 (1984).

In determining the jurisdictional question, the court must accept as true the allegations in
the complaint, Altech Indus., Inc. v. Al Tech Specialty Steel Corp., 542 F. Supp. 53, 55 (D. Del.
1982), but Gurtler bears the burden of alleging facts sufficient to make a prima facie showing of
personal jurisdiction over Burlington. /CT Pharms., Inc. v. Boehringer Ingelheim Pharms., Inc.,
147 F. Supp. 2d 268, 270-71 (D. Del. 2001). To meet this burden, Gurtler must adduce facts
which ‘establish with reasonable particularity’ that jurisdiction over the movant exists. Id.

(quoting Joint Stock Soc’y v. Heublein, Inc., 936 F. Supp. 177, 193 (D. Del. 1996)).



IV.  DISCUSSION
A. Delaware’s Long-Arm Statute

The first step in the court’s analysis is to determine whether any of the provisions of
Delaware’s long-arm statute, Del. Code Ann. tit. 10 § 3104, warrant the exercise of jurisdiction
over Burlington. Burlington contends that the court has no basis to assert jurisdiction, while
Gurtler maintains that the conduct of Burlington satisfies the requirements of subsections (c)(1)

and (c)(4) of the long-arm statute. The court will address each of these sections below.
1. Delaware Long-Arm Statute § 3104(c)(1)

Under subsection (¢)(1), the court may exercise jurisdiction over a nonresident who
transacts any business or performs any character of work or service in the State. DEL. CODE
ANN. tit. 10 § 3104(c)(1). Gurtler asserts that Burlington has acted in consort with Gurtler to
place Burcopel CAT into a nationwide distribution network and, as a result, Burcopel CAT may
have found its way to Delaware. Thus, Burlington has availed itself of the benefits of the State

of Delaware. The court disagrees.

Delaware courts construe the long-arm statute broadly to confer jurisdiction to the
maximum extent possible so as to “provide residents a means of redress against those not subject
to personal service within the state.” Boone v. Oy Partek Ab, 724 A.2d 1150, 1156-57 (Del.
Super. 1997). The Delaware Supreme Court has interpreted subsection (c)(1) as a specific
jurisdiction provision that requires a “nexus” between the plaintiff’s cause of action and the
conduct of the defendant that is used as a basis for jurisdiction. See LaNuova D&B, S.p.A. v.

Bowe Co., 513 A.2d 764, 768 (Del. 1986). In order to meet the requirements of subsection



(c)(1), Burlington’s actions must be directed at residents of Delaware and the protection of
Delaware laws. Thorn EMI N. Am. Inc. v. Micron Tech., Inc., 821 F. Supp. 272, 274 (D. Del.
1993). However, when a manufacturer passes title to goods to a third party outside of Delaware,
it has not performed an act in Delaware. Boone, 724 A.2d at 1156. In the present case,
Burlington did not pass title to Gurtler in Delaware. Rather, Burlington passed title to the
Burcopel CAT in South Holland, Illinois. (D.I. 52 4 4). In addition, Burlington’s sales of
products in Delaware are unrelated to Gurtler’s claims and, therefore, cannot give rise to specific
jurisdiction. See ICT Pharms., Inc. v. Boehringer Ingelheim Pharms., Inc., 147 F. Supp. 2d 268

(D. Del. 2001).

Gurtler maintains that Burlington’s actions were directed at Delaware because it engaged
Gurtler as a nationwide distributor of Burcopel CAT. Gurtler further asserts that where a party
contracts to have its product distributed by another throughout the United States, it contracts to
have its product distributed to each state as an individual forum. See Boone, 724 A.2d at 1160.
The court agrees that a party who contracts to have its product distributed throughout the United
States is subject to jurisdiction in any state. There is no evidence in the record, however, that
Gurtler was acting as Burlington’s distributor of Burcopel CAT. Indeed, Gurtler purchased
Burcopel CAT from Burlington, diluted it with water and sold it under Gurtler’s “Pulse Shield”
trademark. Moreover, the Burcopel CAT does not maintain a separate identity in Gurtler’s
product and Burlington is not identified to the end user. As such, subsection (c)(1) is not a basis

for the exercise of jurisdiction over Burlington.



2. Delaware Long-Arm Statute § 3104(c)(4)

Additionally, Gurtler asserts that Burlington has, within the meaning of subsection (c)(4),
availed itself of the general jurisdiction of Delaware. Under subsection (c)(4), the court may
exercise personal jurisdiction over anyone who “[c]auses tortious injury in the State or outside of
the State by an act or omission outside the State if the person regularly does or solicits business,
engages in any other persistent course of conduct in the State or derives substantial revenue from
services, or things used or consumed in the State. DEL. CODE ANN. tit. 10 § 3104(c)(1). Gurtler
contends that jurisdiction is proper under subsection (c)(4) because Burlington’s actions with
respect Burcopel CAT have caused tortious injury in Delaware, Burlington maintains significant
contacts with the District of Delaware, and Burlington receives substantial revenue from the sale

of Burcopel CAT to Gurtler.

Delaware courts have interpreted § 3104(c)(4) as a general jurisdiction provision. See
Bell Helicopter Textron, Inc. v. C&C Helicopter Sales, Inc., 295 F. Supp. 2d 400, 405 (D. Del.
2002); Boone, 724 A.2d at 1155 (citing Outokumpu Engineering Enterprises, Inc. v. Kvaerner
Enviropower, Inc., 685 A.2d 724, 727-28 (Del. Super. 1996)). This general jurisdiction
provision allows the court to exercise jurisdiction when the defendant’s contacts with the forum

state are unrelated to the cause of action. Bell Helicopter, 295 F. Supp. 2d at 405.

First, the court must determine if the alleged acts set forth in the third-party complaint
constitute a tortious injury for the purposes of jurisdiction. A tortious act under § 3104(c)(4) is
an act “which involves a breach of duty to another and makes the one committing the act liable

in damages.” Magid v. Marcal Paper Mills, Inc., 517 F. Supp. 1125, 1130 (D. Del. 1981).



Applying Delaware law, the court finds that the alleged breach of warranty and negligent

misrepresentation by Burlington each constitute a breach of duty owed to Gurtler.

Next, the court must determine if Burlington regularly does or solicits business in
Delaware. The court concludes that Burlington does not regularly do business in Delaware. As
previously discussed, Burlington is a North Carolina corporation, with no office or place of
business in Delaware. (D.I. 52 §2). Burlington has not appointed any agent for service of
process in Delaware and is not registered to do business in Delaware. (/d.) It has no local
telephone listing, bank accounts, real estate or employees in Delaware. (/d.) It has not paid any
taxes or franchise fees in Delaware. (/d.). It has never commenced any legal action or
proceeding in the State of Delaware and has never been named as defendant in any action in
Delaware, except for the current litigation. (/d.) The court also concludes that Burlington does
not regularly solicit business or advertise in Delaware. Further, while Burlington does maintain
an Internet website that it can use to solicit business from Delaware, the mere existence of its
website does not rise to the level of regularly soliciting business in Delaware. See Motorola Inc.
v. PC-Tel, 58 F. Supp. 2d 349, 352 (D. Del. 1999) (discussing extensive advertising by the
defendant, both nationwide and in Delaware through newspapers, magazines, and catalogs).

Thus, the court concludes that Burlington does not regularly do or solicit business in Delaware.

Lastly, the court must determine whether Burlington derives substantial revenue from
services or things used or consumed in Delaware. Delaware courts have broadly construed the
term “substantial revenue” to mean that two to three percent of total revenue is sufficient to
confer jurisdiction. See United States v. Consolidated Rail Corp., 674 F. Supp. 138, 144 (D.

Del. 1987). However, when a defendant’s sales to customers in Delaware constitute less than



one percent of total revenue, it is not substantial enough to warrant an exercise of jurisdiction.
Bell Helicopter, 295 F. Supp. 2d at 405. In the present case, Burlington’s sales of products to
customers in Delaware in 2001, 2002, and 2003 were about $1,000.00 each year, representing
0.0007% of Burlington’s annual sales revenues. (D.I. 53, at 2-3). In 2004, Burlington had sales
to three customers in Delaware that totaled approximately $20,070.00. (/d. at 3). While
Burlington’s sales of products to Delaware customers grew in 2004, its Delaware revenue only
comprised approximately 0.14% of its total annual sales. (/d.) Because Burlington’s Delaware
revenue was less than 1% of its total annual revenue, it is not substantial enough to warrant an
exercise of general jurisdiction. The court, therefore, finds that even though the acts alleged in
the third-party complaint, if proved, might constitute a breach of duty owed by Burlington,
Gurtler has not made a prima facie showing of personal jurisdiction over Burlington under §

3104(c)(4) of the Delaware long-arm statute.
B. Due Process

The second step in the court’s analysis is to determine whether exercising jurisdiction
comports with the requirements of the Due Process Clause. The Due Process Clause requires
that, in order to subject a defendant who is “not present within the territory of the forum” to
personal jurisdiction, the court must first make sure that the party “ha[s] certain minimum
contacts with [the forum] such that the maintenance of the suit does not offend ‘traditional
notions of justice and fair play.’” See International Shoe Co. v. Washington, 326 U.S. 310, 316
(1945). In order to give non-residents “fair warning” that a particular activity may subject them
to litigation within the forum, these “minimum contacts” must be purposeful. See Burger King

Corp. v. Rudzewicz, 471 U.S. 462, 472 (1985). In other words, the defendant’s contact must be



of the nature that would cause it to reasonably foresee that it might be “haled before a court” in
the forum as a result of its conduct. See World-Wide Volkswagen Corp. v. Woodson, 444 U.S.
286,297 (1980).> Finally, “even if the requisite minimum contacts have been found through an
application of the stream of commerce theory or otherwise, if it would be unreasonable for the
forum to assert jurisdiction under all the facts and circumstances, then due process requires that
jurisdiction be denied.” See Beverly Hills Fan Co. v. Royal Sovereign Corp., 21 F.3d 1558, 1568

(Fed. Cir. 1994).

Gurtler first asserts that the court should exercise jurisdiction over Burlington because
Burlington has purposeful minimum contacts with the State of Delaware of the quantity and type
to cause it to reasonably foresee that it would be “haled before a court” located in Delaware.
Jurisdiction is proper, according to Gurtler, because it informed Burlington that it diluted

Burcopel CAT with water to produce Pulse Shield, which, in turn, it placed into a distribution

? The United States Supreme Court has explained that:

[t]he “substantial connection” . . . between the defendant and the forum State
necessary for a finding of minimum contacts must come about by an action of the
defendant purposefully directed toward the forum State. . . . The placement of a
product into the stream of commerce, without more, is not an act of the defendant
purposefully directed toward the forum State. Additional conduct of the defendant
may indicate an intent or purpose to serve the market in the forum State, for example,
designing the product for the market in the forum State, advertising in the forum
State, establishing channels for providing regular advice to customers in the forum
State, or marketing the product through a distributor who has agreed to serve as the
sales agent in the forum State. But a defendant’s awareness that the stream of
commerce may or will sweep the product into the forum State does not convert the
mere act of placing the product into the stream into an act purposefully directed
toward the forum state.

ICT Pharms., 147 F. Supp. 2d at 272 (quoting Asahi Metal Indus. Co. v. Superior Court, 480
U.S. 102, 112 (1987)).

10



chain that consisted of laundering facilities across the United States. (D.I. 56, at 4). Burlington,
therefore, knew that its Burcopel CAT was shipped nationally as the sole compositional
ingredient in Pulse Shield. (/d.) Thus, Burlington has minimum contacts to satisfy due process
requirements by contracting for the sale of Burcopel CAT to Gurtler, thereby directing its
product into the stream of commerce of the United States and Delaware. Gurtler further asserts
that, at the time this litigation was brought, Gurtler and Burlington were involved in significant
business negotiations involving Burcopel CAT, which included a proposal by Gurtler that
Burlington dilute the Burcopel CAT, affix Gurtler’s labeling, and ship it directly to Gurtler’s
clients. (/d. at 5). However, as Gurtler points out, a final contract was never entered. Gurtler
contends that these negotiations put Burlington on notice that by providing Burcopel CAT to
Gurtler, Burlington would be submitting to the jurisdiction of the districts to which the Gurtler
product was shipped. Gurtler relies on Boone and Motorola to support its stream of commerce
theory. Gurtler argues that, as in Boone and Motorola, the defendant seeking to be dismissed,
i.e. Burlington, engaged a distributor, i.e. Gurtler, who shipped the defendant’s product across
the country. Thus, not only did Burlington anticipate the fact that its product would be
distributed in all states including Delaware, it took affirmative steps to direct its product to

Delaware by and through its agreement with Gurtler. (D.I. 56, at 5).

After reviewing the record, the court finds that Gurtler’s reliance on Boone and Motorola
is misplaced because both cases are distinguishable from the present case. First, there is no
evidence in the record that Burlington engaged Gurtler to be its exclusive distributor of Burcopel
CAT in the United States, which was a critical factor in Boone. The court in Boone found that

the defendant had exhibited an intent to serve the Delaware market because it engaged a resident

11



company as the exclusive distributor of its product in the United States and directly benefitted
from the distribution. Boone, 724 A.2d at 1160. As previously discussed, Gurtler purchased
Burcopel CAT from Burlington, diluted it with water and sold it as Pulse Shield. These actions
are not consistent with a distributor/distributee relationship. In addition, the record shows that
Burlington does not benefit directly from Gurtler’s “distribution.” Gurtler asserts that
Burlington has received approximately $66,770.00 for purchases of Burcopel CAT. However,
Gurtler does not assert that the money was a direct benefit from its distribution of Pulse Shield.
Rather, it was money that Burlington received from the sale of Burcopel CAT to Gurtler alone.
This situation is distinguishable from Boone, where the defendant earned $270,000 from sales of

its product by its distributor in Delaware. See id. at 1158.

Likewise, Motorola is distinguishable. First, the Motorola defendant’s product was
integrated into a variety of consumer products manufactured by well-known multi-national
corporations.” The goods produced by the corporations were then placed for sale in well-known
retail stores, including Caldor and Circuit City, which all had outlets in Delaware. Further, the
products were advertised extensively, both nationwide and in Delaware through newspapers,
magazines, and catalogs. Motorola, 58 F. Supp. 2d at 352. While Burcopel CAT is integrated
into Gurtler’s Pulse Shield, there is no evidence in the record that Gurtler places the Pulse Shield
for sale in well-known retail stores with outlets in Delaware. The record is also devoid of

evidence that Gurtler advertises the Pulse Shield, either nationwide or in Delaware.

* The Motorola defendant’s product was a softmodem that was integrated into Compag,
Phillips, Samsung, Sharp, and Sony consumer electronic products.
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More important, the Motorola court found that the licensing fees and royalties from
which the defendant derived its revenues “appear[ed] to be based upon the sale to end users of
products containing its softmodems.” Id. Indeed, the court noted that the “End User distribution
channel” of the defendant’s licensing agreement “contemplate[d] sale to retail consumers
including consumers in Delaware of ‘Shipped End User Product[s]’ through retail outlets.” Id.
In the present case, Gurtler does not assert that Burlington derives revenue based on the sale of
the Pulse Shield to end users. Conversely, Gurtler asserts that Burlington derives revenue based

on its sale of Burcopel CAT to Gurtler.

Another important distinction between Motorola and the present case is that the Motorola
defendant maintained an interactive website from which end users could download modem
control commands to their computers to enable them to perform certain functions with the
defendant’s softmodems. In addition, the customers could order products to test their
softmodems and obtain customer support directly from the defendant by telephone and Internet.
The record also indicated that Delaware customers had utilized the features of the defendant’s
support network. Id. In the present case, Burlington does not offer the same type of customer
support network. According to Gurtler, Burlington maintains an Internet website that allows
potential clients in Delaware to access certain advertisements. The website also provides a toll
free phone number for client communication and order solicitation. Burlington’s website
offerings are not nearly as extensive as those offered by the defendant in Motorola. Moreover,
Gurtler has not asserted that end users of its Pulse Shield can obtain customer support from

Burlington’s website or toll free number.
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Finally, Gurtler asserts that Burlington has admitted that it transacts certain business in
Delaware and, therefore, has not only availed itself to Delaware by implicitly soliciting business
in the state, but also it has derived substantial revenue from Delaware. The court disagrees. As
previously discussed, Burlington’s Delaware revenue for the years 2001 through 2004 was less
than 1% of its total annual revenue for each year and, therefore, not substantial enough to
warrant an exercise of jurisdiction. Thus, Burlington does not have sufficient contacts with this

forum to compel its appearance here without offending the Due Process Clause.*

Dated: February 8, 2005 Gregory M. Sleet
UNITED STATES DISTRICT JUDGE

* The court need not address whether jurisdiction in Delaware comports with the
“minimum requirements inherent in the concept of ‘fair play and substantial justice’” because
Burlington’s contacts with Delaware are insufficient to cause it to reasonably foresee being haled
before a Delaware court.
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF DELAWARE

M&M TECHNOLOGIES, INC.,
Plaintiff,
V. Civil Action No. 03-994 GMS
GURTLER CHEMICALS, INC.,
Defendant/Third-Party Plaintiff,

V.

BURLINGTON CHEMICAL CO., INC.,

N N N N N N N N N N N N N N N

Third-Party Defendant.
ORDER
For the reasons stated in the court’s Memorandum of this same date, IT IS HEREBY

ORDERED that:

1. Burlington Chemical Company’s Motion to Dismiss for Lack of Personal

Jurisdiction (D.I. 51) is GRANTED.

Dated: February 8, 2005 Gregory M. Sleet

UNITED STATES DISTRICT JUDGE



